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Important Decisions 


Provisions of the Oregon Income Tax Law requiring 
corporations to pay a tax on dividends paid to nonresident 
stockholders are held void by the Supreme Court of the State, 
in the case reported on page 190 of this number of The Cor- 
poration Journal. 


Placing of Advertisements in Street Cars is held to con- 
stitute “doing business,” so as to render void a contract 
entered into by a foreign advertising corporation which had 
not complied with the Wisconsin statutes relating to the 
admission of foreign corporations. See page 189. 


Several Delaware Decisions reported on pages 180-182 
will be found to be of interest. 
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HOLDING COMPANIES AND THE 
FEDERAL REVENUE ACT 


Holding corporations continue to 
be organized in increasing numbers 
for the purpose of continuing the 
management of an estate under the 
control of the owner and at the 
same time providing for a con- 
venient method of distribution on 
his death, and for minimizing taxes 
of various kinds. It has proved an 


especially efficient means of center- 
ing the inheritance tax to the state 
where the founder of the corpora- 
tion has his domicile and where his 
The pre- 


estate is administered. 
vention of additional tax because 
of the place of location of the cor- 
poration is frequently accomplished 
by organizing the corporation in 
Delaware where not only is no in- 
heritance tax imposed on nonresi- 
dent owners of stock, but a consti- 
tutional provision prohibits the 
imposing of such a tax. Provisions 
of the Federal Revenue Act, how- 
ever, placing penalties against the 
accumulation of gains and profits 
are often misconstrued as consti- 
tuting a prohibition against the in- 
corporation of -holding, investment 
or “family corporations”. Section 
220 of the Revenue Act (Par. 275, 
The Corporation Trust Company’s 
Federal Income Tax Service, 1924) 
contains the following provision: 
“If any corporation,: however 
created or organized, is formed 
or availed of for the purpose of 
preventing the imposition of 


the surtax upon its sharehold- 
ers through the medium of per- 
mitting its gains and profits to 
accumulate instead of being di- 
vided or distributed, there shall 
be levied, collected, and paid 
for each taxable year upon the 
net income of such corporat- 
tions, a tax equal to 50 per 
centum of the amount thereof, 
which shall be in addition to 
the tax imposed by Section 230 
of this title and shall (except as 
provided in subdivision (d) of 
this section) be computed, col- 
lected, and paid upon the same 
basis and in the same manner 
and subject to the same pro- 
visions of law, including penal 
ties, as that tax. 
“The fact that any corpora- 
tion is a mere holding or invest- 
ment company, or that the 
gains or profits are permitted to 
accumulate beyond the reason- 
able needs ot the business, shall 
be prima facie evidence of a 
purpose to escape the surtax.” 
It will be noted that the imposi- 
tion of the penalty is predicated 
upon the corporation being “formed 
or availed of for the purpose of pre- 
venting the imposition of the sur- 
tax on stockholders through the 
medium of permitting its gains and 
profits to’ accumulate instead of 
being divided or distributed.” There 
is no prohibition against the incor- 
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poration of a holding or investment 
company. The penalty is confined 
to the accumulating of gains instead 
of distributing them. Therefore if a 
holding or investment corporation 
distributes its earnings instead of 
accumulating them there would 
appear to be no occasion for the 
imposition of the penalty. This 
construction of the law is in accord- 
ance with a recent opinion by the 
Solicitor of the Internal Revenue 
Bureau published in the Internal 
Revenue Bulletin, Volume III, No. 
33, August 18, 1924, at page 7. In 
this op'nion the Solicitor holds that 
if an investment company retains 
the income it receives from its se- 
curities and investments for no other 
purpose than that of making other 


plus, Section 220 requires that it be 
presumed prima facie that the com- 
pany is being availed of for the pur- 
pose of preventing the imposition 
of the surtax upon its shareholders. 
In the course of this opinion the 
Solicitor makes the following sig- 
nificant statement: 
“The Section (220) does not in 
any sense prohibit the exist- 
ence of investment companies. 
However, if a mere holding or 
investment company permits 
its gains and profits to accumu- 
late instead of distributing 
them, it will be assumed that 
the corporation is being availed 
of for the purpose of prevent- 
ing the imposition of the surtax 
upon its stockholders.” 


investments, or of increasing its sur- 


Domestic Corporations 


Delaware. 


Amendment Reducing Number of Shares of Issued No Par Value 
Stock May be Made Under Section 26 of the General Corporation Law. 
The Radio Corporation of America, having par value preferred stock 
and no par value common stock and desiring to reduce the number of 
shares, so as to leave the capital unchanged, complied with section 
26 of the General Corporation Law. The Secretary ot State, however, 
refused to file the certificate evidencing the proposed amendment, 
claiming that the reduction in number of shares of no par value should 
have been adopted in accordance with Section 28. The Superior Court 
of New Castle County in holding that the Secretary of State should 
have accepted and filed the certificate pointed out that Section 26 
applied to no par stock issued as well as authorized and unissued, pro- 
vided no distribution was to be made, and that section 26 was designed 
primarily for the benefit of the corporation and section 28 for the 
benefit of the creditors and stockholders, and if the reduction did not 
affect the capital of the corporation the easier procedure of section 26 
could be followed. The court in conclusion said: “The test by which 
the application of section 26 and section 28 may be determined is, 
whether the security of creditors and stockholders will be in any wise 
impaired by the proposed amendment. If the capital which the stock 
in question represents would not be reduced the amendment may be 
under section 26, otherwise it must be under section 28.’ State ex 
rel. Radio Corporation of America v. Benson, Secretary of State. 
(Not yet officially reported.) A. C. Gray, of Wilmington, and Manton 
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Davis, of New York City, for the relator. §. D. Townsend, Jr., and 
C. A. Southerland, both of Wilmington, for the defendant. 


Right of Corporation to Purchase its Own Stock Determined by 
Laws of State of Creation. The Turner Manufacturing Company, a 
Delaware corporation, entered into a contract in Wisconsin for the 
purchase of certain shares of its capital stock. It was shown that 
such purchase would impair the capital of the corporation; that the 
contract was not prohibited under the laws of Wisconsin, but was 
prohibited under a Delaware statute because of the impairment of the 
corporation’s capital. However, it was contended that inasmuch as 
the corporation had qualified as a foreign corporation in Wisconsin, 
the laws of that state applied and not those of Delaware. The Supreme 
Court of Wisconsin in holding that the Delaware statute applied said: 
“If a corporation organized in Delaware where it is prohibited to im- 
pair its capital in the purchase of its own stock may come to Wisconsin 
and there legally do that which it‘is forbidden to do in Delaware, 
neither the stockholders nor the creditors could have any assurance 
that at any time the corporate existence was not imperiled.” The 
Court also pointed out that if the corporation could by qualifying in 
other states defeat the prohibitions of the state of its creation, it would 
be necessary to look to the law of a great number of states to ascertain 
whether or not the right to make such contract existed. Turner v. 
Turner Mfg. Co., 199 N. W. 155. Fish, Marshutz & Hoffman, of 
Milwaukee, for appellant. Clifton Williams, of Milwaukee, for re- 
spondent. 


Right of Court of Equity to Determine Validity of Election of Direc- 
tors. The Court of Chancery of Delaware, in a recent decision, in 
which it discussed the right of a court of equity to pass on elections of 
directors said that as a general proposition a court of equity will not 
take jurisdiction for the purpose of determining the legality of the 
election or the qualifications of directors of private corporations but that 
this rule does not apply to Delaware, inasmuch as a recent statute 
(33 Del. Laws, c. 104, approved March 14, 1923) confers upon a court 
of equity jurisdiction to hear and determine the validity of any elec- 
tion of any director or officer of any corporation organized under the 
General Corporation Laws of the state, and in case no valid election 
has been held to order a proper election to be held. The Court further 
said that as.a general rule suit cannot be brought by stockholders on 
behalf of the corporation unless it is shown that there has been a re- 
quest to and a refusal by the corporation to act. But such request 
or demand is not necessary where the demand if made would be directed 
to the particular individuals who themselves are the wrongdoers and 
who therefore would be invited to sue themselves. Fleer v. Frank H. 
Fleer Corporation et al., 125 Atl. 411. William S. Hilles, of Wilming- 
ton, for the complainant. Aaron Finger, of Wilmington, for defendant. 


Use by Corporation of a Seal Other than its Common Seal, Does 
Not Render Instrument Invalid. The Delaware Trust Company, in 
executing an assignment of a mortgage, either through inadvertence 
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or mistake placed the notarial seal of its secretary on the instrument 
in place of its corporate seal. The assignment was executed by the 
proper officers acting under a resolution of the board of directors and 
it was shown that it was clearly the intention to employ the corporate 
seal. The Supreme Court of Delaware in holding that the use of the 
notarial seal did not invalidate the instrument said: “When corporate 
officers who have been authorized by the corporation to execute a par- 
ticular instrument that requires the use of the corporate seal, affix 
some other seal as the corporate seal, and such instrument bears on 
its face clear evidence of an intention to execute the same under the 
corporate seal of the corporation and to adopt as the seal of the cor- 
poration the seal actually used as such, it will be regarded prima facie 
as the seal and act of the corporation in the absence of evidence show- 
ing that the seal affixed was not intended to be the corporate seal.” 
Also a corporation having a common seal may adopt another for a 
particular transaction and under section 2 of the General Corporation 
Law, has the right “to make and use a common seal and alter the same 
at pleasure.” Rabinovich v. Liberty Morrocco Co., 125 Atl. 346. 
Herbert H. Ward, Sr. (of Ward, Gray & Neary), and Charles F. Curley, 
both of Wilmington, for confirmation of sale. Eugene E. Berl and 
Julian C. Walker, both of Wilmington, opposed. 


Michigan. 


Failure to File Statutory Report Makes Contract Unlawful and 
Subsequent Compliance is Immaterial. The Detroit United Fruit 
Auction Company, a Michigan corporation, entered into a contract 
with the Kroger Grocery & Baking Company, involving the sale of 
330 boxes of grape fruit. Due to various reasons the Baking Company 
refused payment on the contract and the Fruit Company brought an 
action for the recovery of the purchase price. It was shown that at 
the time the contract was entered into, the Fruit Company had failed 
to file its annual report with the Secretary. of State and under a Michigan 
statute in force at that time such failure operated to suspend its corporate 
powers and prohibited it from maintaining an action on any contract 
made during such default. At the time of the trial the statute had 
been repealed and the corporation had filed the report. The Supreme 
Court of Michigan in holding that the action could not be maintained 
said, that the contract when made was unlawful and the subsequent 
compliance by the corporation and the repeal of the statute could 
not operate to make it valid. The contract had no legal existence 
and during the default the corporation could not make a contract 
which would ever have any validity, as the inhibition imposed by the 
statute against the enforcement of the contract continued not only 
during the default but for all time. Detroit United Fruit Auction Co. 
v. Kroger Grocery & Baking Co., 198 N. W. 947. Frank C. Cook 
and John P. O’Hara, both of Detroit, for appellant. P. L. Jorgenson, 
of Detroit, for appellee. 








The Corporation Journal 183 


New York. 











Dissolution and Forfeiture of Charter for Failure to File Report 
of Existence. By an amendment to the New York Stock Corporation 
Law (Section 107) every stock corporation organized after December 31, 
1897, and before January 1, 1912, other than a company which has 
paid a franchise tax since January 1, 1919, and other than a corpora- 
tion organized under a special act and other than a banking, insurance, 
transportation or railroad corporation, is required to file with the Secre- 
tary of State a written report stating the name of the corporation and 
that it is in existence. The Secretary of State is required not later 
than December 31, 1925, to transmit to the Governor the names of 
all corporations which were required to report and which have failed 
to do so, whereupon the Governor will issue a proclamation declaring 
such corporations dissolved. Publication of the proclamation is pro- 
vided for and upon publication the corporation is dissolved. However, 
the names of the corporations will be reserved for a period of three 
months and during that time any corporation may signify its desire 
to continue its existence by filing an appropriate certificate. Attention 
is called to The Corporation Journal, No. 128, page 149, in which was 
reported a similar provision dealing with corporations organized prior 
to January 1, 1898. 


Stock Subscriptions Providing for the Payment of Interest Held 
Void. The Supreme Court, Special Term (Onondaga County) has 
held that where a corporation has no assets, property, or income other 
than the cash received from the sale of its stock, an agreement whereby 
it agrees to pay interest on subscriptions of its stock is void, as such 
payment is in reality a payment of dividends and in violation of Section 
28 of the Stock Corporation Law which provides that no dividends shall 
be declared except from the surplus arising from the business of the 
company and prohibits the division, withdrawal or payment to the 
stockholders of any part of the capital. In the instant case a hotel 
corporation had in the process of construction a hotel which it intended 
to operate but had no income other than from the sale of its stock. 
The agreement provided for the payment of 6% interest on preferred 
stock until after the opening of the hotel. In view of these facts a 
motion to dismiss an action for an amount due on a subscription was 
allowed. Stone v. Young, 204 N. Y. Supp. 690. Frank E. & Ray T. 
Young, of Syracuse, for the motion. Hancock, Dorr, Spriggs & Shove, of 
Syracuse, opposed. 


Foreign Corporations 


Alabama. 


Leasing of Machines by Foreign Corporation Does Not Constitute 
‘Doing Business.” The Supreme Court of Alabama in a recent 
decision held that the leasing of machines by a foreign corporation to 
be used in the state, did not constitute “doing business.” The machines 
in question were leased by a Virginia corporation for a period of three 
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Corporate Safety—Not Oj 


Safety for the corporation doing business outside the state of 
its incorporation is only HALF assured when a license to do busi- 
ness has been obtained in the states necessary. 

Continuing compliance in eache state with the statutory re- 
quirements—as in the matter of filing reports, paying state taxes, 
taking IMMEDIATELY the proper steps whenever the address 
of the statutory office or the name of the agent for service of process 
is changed—continuing and prompt compliance with all such re- 
quirements is as essential to maintaining the corporation’s right 
to do business, collect its bills and enforce its contracts in the state, 
as is the original qualification. 

In a Michigan case reported in this number of The Corporation 
Journal, a domestic company lost a bill for $1,171.50 because at 
the time of the sale of the goods a report which should have been 
filed by a prior date had not been filed. The fact that the report 
had been filed later was held immaterial. A similar penalty attaches 
in many other states to domestic and forzign corporations. 

All too frequently the officers of a corporation underestimate 
the importance of having these matters carefully supervised for 
them, and look upon the appointment of a statutory agent in the 
state as a mere formality, a matter in which the saving of a few 
dollars per year can safely be taken when opportunity offers. So 
they often instruct counsel to name one si 
of the company’s own employees in the LHE: CORRG 
state as statutory agent, or to pick some- ‘ 
one who will serve at a cut rate. 

Like the matter of adequate life- Che Corporation ( 
boats on an ocean liner, the fallacy of 15 Exchange 
the saving does not appear until disaster 0 
comes—and the damage has been done. Pees Oe eee 

In a Kentucky case an employee of Washington, Colorado Bldg. 

Los Angeles, Bank of Italy Bid 


a company had been named as agent. Cleveland, Guardian Bldg. 


’ Kansas City, Scarritt Bldg. 
He later left the company’s employ Portland, Me., 281 St. John St. 


but, counsel not being informed, his 
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First, But All The Time 


a name remained on the records as agent for service of process. As 
such he was served with papers in a suit, to which he paid no atten- 
tion. The case came to trial, no defendant appeared, and judg- 
ment was awarded against it by the court. When the company 
later attempted to have the case reopened the court refused, stat- 
ing that the default was due to the company’s own negligence in 
not promptly appointing a new agent. 

The frequency of such eventualities is bringing counsel more 
and more to the point of insisting upon their clients using The Cor- 
poration Trust Company’s organized system of corporate repre- 
sentation. Unfortunately the reliability and responsibility and 
attentiveness of this company’s service in such matters is not one 
of those tangible, calculable economies that the corporation can 
measure in dollars and cents. Like good material in a motor car 
its economy is hidden from sight by its own effectiveness. 

& Prompt notification to counsel of every state report required and 
every state tax to be paid, a trained sense of the importance of 
every matter affecting the corporation’s welfare, watchful, sys- 
tematized supervision from one central, responsible organization 
—these are not things the results of which a corporation’s officers 
may see from day to day. They work silently, and the more effec- 
tively they work the less attention they attract to themselves. 

ae . But they are worth money. 

IST: COMPANY If any client corporation of yours is 
risking its corporate standing in any 
state through untrained or irresponsible 
representation, we should be glad to 
prepare an estimate for you showing 
the small additional cost involved in 

Miphia, Land Title Bldg. placing the entire responsibility in the 


State Street 


poration Registration Co.) 1 izati i 
eration Registration ( capable hands of this organization. This 


rolt, Dime Sav. Bank Bldg. i 
ime Sav. Bank Bldg company deals, in such matters, only 


Agency, 25 Washington Ave. i I 5 Vri 
iene Ease eanactcn, 4 with counsel Write our nearest 


WARE é office. 
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years to an Alabama canning company. The Virginia company was 
to furnish a mechanic to adjust the machines after they were set up 
and give all necessary instructions for their operation. This was all 
it was required to do in Alabama. Houston Canning Co. et al. v. 
Virginia Can Co., 100 So. 104. Farmer, Merrill & Farmer, of Dothan, 
for appellants. Harry K. Martin, of Dothan, for appellee. 

The Alabama Supreme Court in reaching the conclusion above 
stated, cites among others the case of Mergenthaler Co. v. Hays, 181 
S. W. 1183, decided in the Missouri Court of Appeals. This decision, 
however, was quashed by the Supreme Court of that state, in State 
ex rel. Hays v. Robertson, 271 Mo. 475, as being in conflict with the 
case of United Shoe Machinery Co. v. Ramlose, 210 Mo. 631, in which 
the Missouri Supreme Court held the Shoe Machinery company to be 
“doing business” by the leasing of its machines. The Court in quash- 
ing the decision said that the facts in the Mergenthaler case and the 
Shoe Machinery case were the same in all substance. 


Arkansas. 


Foreign Corporation Not ‘‘Doing Business” by the Taking of a 
Note and Mortgage. The United States Circuit Court of Appeals 
(Eighth Circuit) has held that the taking of a single note and mort- 
gage by a foreign corporation in Arkansas, does not constitute “doing 
business” within the meaning of the laws of that state, in the absence 
of any evidence showing that the corporation ever did anything else 
in the state, other than receive the note and mortgage. In discussing 
the right of the assignee of the note to maintain the action, the Court 
said: “Furthermore, if it be assumed that the transaction was the doing 
of business by the corporation in the state, still its Constitution and 
statute have no application here; because they must be construed as 
prohibiting the institution of suits in the state courts of Arkansas, and 
not to the institution of suits growing out of such prohibited transac- 
tions in the Federal courts. Neither the Constitution nor statute 
declare void or voidable contracts made by a foreign corporation while 
doing business within the state without having theretofore complied 
with the requirements of the statute; and the appellee had a right 
to bring this suit in the Federal Court a the Arkansas 
Constitution and statute.” Ockenfels et al. v. Boyd, 297 Fed. 614. 
Willard Pendergrass, of Altus, Ark., Charles L. ‘Evans and Jeptha H. 
Evans, both of Booneville, Ark., and Samuel R. Chew and David 
L. Ford, both of Ft. Smith, Ark., for appellants. Thomas B. Pryor and 
Vincent M. Miles, both of Ft. Smith, Ark., for appellee. 


Idaho.. 


Contracts of Non-Complying Corporations are not Void but are 
Unenforceable. In an action based on certain promissory notes, 
the Supreme Court of Idaho recently held that the failure of the cor- 
‘poration to comply with the laws of the state relating to foreign cor- 
porations did not make the notes a void contract. The Court further 
said that the contracts of a non-complying foreign corporation are not 
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void, but are unenforceable in the courts of the state. The failure of 
a foreign corporation to comply with the law of the state before it can 
maintain an action goes only to its capacity to sue; that is, unless it 
complies ‘with the law it has no capacity to sue. Moody v. Morris- 
Roberts Co., 226 Pac. 278. Bissell & Bird, of Gooding, for appellant. 
James & Ryan, of Gooding, for respondent. 


New York. 


Default Against Foreign Corporation Will not Be Opened Where 
Corporation Takes No Action until after Execution. Where a summons 
and complaint have been served upon a person designated by a foreign 
corporation to receive such service and the corporation does not appear 
and takes-no notice of the action or of numerous letters offering to 
extend the time to answer, a motion to open a default taken in such 
a case will not be granted, where such motion was not made until 
after execution. In the instant case, fhe corporation denied that there 
was any person in the state upon whom service could be made. However, 
the Supreme Court, Appellate Division (Fourth Department) was of 
the opinion that good service had been made upon the person designated 
by the corporation and since the corporation had no meritorious defense 
for not appearing, the motion to open the default should have been 
denied. Falvey v. Cornwall Terminal Co., Limited, 204 N. Y. Supp. 525. 
A. S. Wright, of Oswego, for appellant. Laughlin, Gerard, Bowers 
& Halpin, of New York City (John J. Halpin, of New York City, of 


counsel), for respondent. 


Foreign Corporation ‘‘Doing Business” in State Must Plead and 
Prove such Right. In any action by a foreign corporation. based on a 
contract it appeared from the evidence that the corporation had been 
“doing business” in the state, but had not complied with the statutory 
requirements relating to the transaction of such business. The cor- 
poration did not plead nor did it introduce any evidence of its right 
to transact business in the state, and at the close of the corporation’s 
case a motion was made to dismiss the complaint on the ground that 
it had failed to plead and prove such right. The lower court refused . 
to grant the motion. However, the Supreme Court, Appellate Division 
(First Department) reversed this holding, and held that the motion 
should have been granted in view of the fact that the complaint alleged 
and the evidence disclosed that the work was done within the state. 
“Tt thus developed that the plaintiff, a foreign corporation, entered 
into a contract and was doing business in the state of New York without 
having obtained a statutory certificate. In such a case the plaintiff must 
plead and prove its right to do business in the state before a recovery 
may be had.’ Ac-tin-o-lyte Roofing Co., Inc., v. Werner, 204 N. Y. 
Supp. 562. Bleich & Werner, of New York City (Leopold Bleich, of 
New York City, of counsel), for appellants. Gross & April, of New York 
City (Nathan April, of New York City, of counsel), for respondent. 
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Oklahoma. 


Service on Secretary of State after Departure of Corporation from 
the State, Held Valid. In an action for an alleged wrongful death 
against the Kaw Boiler Works, a foreign corporation, it appeared that 
at the time the action was commenced, the corporation had terminated 
its business and departed from the state. Since the corporation had 
no agent in the state, service was accordingly made on the Secretary 
of State, under a statute providing for such service. It was contended, 
however, that such service did not confer jurisdiction, inasmuch as 
the return did not show that the corporation was engaged in business 
in the state at the time the action was instituted. In holding that the 
court had jurisdiction and the service good, the Supreme Court of 
Oklahoma said that the cause of action involved arose during the 
course of the corporation’s business in the state. “For alleged wrongs 
done by a foreign corporation in the course of its business, while in 
the state, it will be subject to suits for relief in actions in personam, 
commenced after the corporation has terminated its business and 
departed from the state. If the corporation has failed to appoint 
an agent for service, the Secretary of State will continue as service 
agent for process in such actions as fully and effectively as if the cor- 
poration was then engaged in business in the state.” Kaw Boiler 
Works v. Frymyer et al., 227 Pac. 453. Twyford & Smith and Leo 
G Mann, all of Oklahoma City, and Samuel A. Harper, of Chicago, 
Ill., for plaintiff in error. Moore & West, of Ardmore, for defendant 
in error F rymyer. 


Texas. 


Foreign Corporation not ‘‘Doing Business’’ by Holding Majority of 
Stock in Domestic Corporation. In a recent decision by the Court of 
Civil Appeals of Texas, the Standard Oil Company of New Jersey 
was held not to be “‘doing business” in that state within the meaning of 
the anti-trust laws by owning the majority of stock in a domestic 
corporation. The Court said: “It seems to be well established by both 
the Supreme Court of the United States and the Supreme Court of 
Texas that the ownership of the controlling amount of the capital stock 
by a foreign corporation is not doing business in Texas by such foreign 
corporation; that the holding of the majority interest in the stock 
does not mean the control of the active officers and agents of the local 
company doing business in Texas. The mere fact that the foreign com- 
pany had the power to control the domestic company by the election 
of the directors, who in turn could elect or remove the active officers 
from the places already | held, is not transacting business in Texas by 
such foreign company. State v. Humble Oil & Refining Co., 263 
S. W. 319. W. A. Recline Atty. Gen., and John C. Wall and Frank 
M. Kemp, Asst. Attys. Gen., for the state. Edgar E. Townes, General 
Counsel, John C. Townes, Jr., General Atty., Carlton & Meredith, 
Hines H. Baker, and Andrews, Streetman, Logue & Mobley, all of 
Houston, for appellee. 
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Wisconsin. 


Placing of Advertisements in Street Cars Held to Constitute “Doing 
Business.” The Street Railway Advertising Company, a New York 
corporation, having no license to transact business in Wisconsin, 
entered into a written contract with the Lavo Company, a Wisconsin 
corporation, whereby it agreed to place card advertisements in certain 
street cars operating in Wisconsin. Before the contract had been 
completed, the Lavo Company, gave notice of its cancellation and this 
action was commenced by the Advertising Company for the amount 
remaining due under the entire contract and for the damage occasioned 
by the breach. Recovery was allowed in the two lower courts. How- 
ever the Supreme Court of Wisconsin, in reversing these decisions and 
directing that the complaint be dismissed, said that “the agreed ‘com- 
pensation was for services to be rendered and business transacted with- 
in the state of Wisconsin and the contract was squarely within the 
statute and void.” The court reliey among others, upon the case of 
Browning v. Waycross, 233 U. S. 16, in which it was intimated that an 
act is intrastate in character when it attempts to connect interstate 
commerce articles with, or to make them a part in the state of property 
which is not and cannot be the subject of interstate commerce. Street 
Railway Advertising Co. v. Lavo Co. of America, 198 N. W. 595. 
Louis $. Wiener and Wolfe & Kolinski, all of Milwaukee, tor appell- 
ant. Nathan W. Klein and Churchill, Bennett & Churchill, all of 
Milwaukee (Aaron B. Rosenthal, of Milwaukee, of counsel), for respond- 
ent. 


Taxation 


Alabama. 
Foreign Corporation by Aiding in Disposal of Goods ‘‘Doing Busi- 


ness.” ‘The Hoover Suction Sweeper Company, a foreign corpora- 
tion, maintained an office in Birmingham, where it employed several 
salesmen for the purpose of inducing local customers to use its ma- 
chines. These salesmen were employed by and worked under the 
direct supervision of the company’s district manager. However, the 
orders which they solicited were turned over to the local dealer desig- 
nated by the company as the exclusive agent of the product in that 
territory. The local dealer then filled the order and collected the pur- 
chase price from the customer. In holding this to be domestic busi- 
ness and the corporation subject to a municipal license tax, the Court 
of Appeals of Alabama was of the opinion that the facts as stated 
were not distinguishable from the case of Cheney Bros. Co. v. Mass, 
246 U. S. 147, in the specific instance of N. W. Consolidated Milling 
Company, in which the milling company was held to be “doing business” 
under similar circumstances. (Reported in The Corporation Journal, 
No. 114, page 121.). The Court further said that the sale of the machines 
to the dealer was interstate commerce, but that the resale through the 
“Hoover salesmen” was domestic business. City of Birmingham v. 
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Hoover Suction Sweeper Co., 100 So. 83. W. J. Wynn and W. A. 
Jenkins, both of Birmingham, for appellant. Tillman, Bradley & 
Baldwin, of Birmingham, for appellee. 


Oregon. 


Income Tax Law Constitutional but Proviso Requiring Corporations 
to Pay Tax on Dividends Declared to Non-Resident Stockholders 
but Exempting Those Paid to Resident Stockholders, Held Void. 
The Supreme Court of Oregon, in a decision filed September 16, 1924, 
declared void, that portion of section 3, article 2, of the Income Tax 
Law, which in effect required corporations doing business in the 
state to pay an income tax on the amount of dividends declared and 
paid to non-resident stockholders but exempted such dividends when 
paid to resident stockholders. ‘The court said that corporations cannot 
be classed separately for purposes of state taxation, merely because one 
or more ot. their respective stockholders happen to reside out of the 
state at the tax levying date. The Court further held that the system 
of graduated rates employed in the law was not repugnant to either the 
Federal or state constitution, nor was the entire act void by reason of 
the defect in article 2, section 3. This holding reversed the decision 
of the lower court, wherein an injunction was granted restraining the 
enforcement of the act because of the invalidity of this provision, the 
lower court holding that such invalidity affected the entire act as to 
corporations. Standard Lumber Co. v. Pierce et. al. (Not yet officially 
reported). M. H. McKey,and L. A. Liljeqvist, of Portland, (I. H. 
Van Winkle, Atty. Gen., Miles H. McKey, and L. A. Liljeqvist, of 
Portland, on the brief) for appellants. Alfred A. Hampson and George 
L. Buland, both of Portland, (Dey, Hampson & Nelson, Geo. L. Buland 
and Geo. S. Shepherd, all of Portland, on the brief) for respondents. 


Some Important Matters for 
October and November 


This calendar does not purport to cover general taxes or reports to other than 
state officials, nor those we ‘have been officially advised are not required to be filed. 
The State Report and Tax Service maintained by The Corporation Trust Company 
System sends timely notice to attorneys for subscribing corporations of report and 
tax matters requiring attention from time to time, furnishing information regard- 
ing forms, practices and rulings. 


Gereorcia—Certified Statement for Registration due on or before Novem- 
ber Ist.—Domestic and Foreign Corporations. 

New Mexico—Annual Franchise Tax due on or before November 30th. 
—Domestic and Foreign Corporations. 

Nortu Carotina—Annual Franchise Fee due on or before first day of 
December.—F oreign Corporations. 

Utan—Corporation License Tax due between November 15th and Decem- 
ber 15th.—Domestic and Foreign Corporations. 





How to Get the Supreme Court’s 
Decisions Promptly 


No lawyer can tell just when the difference between success 
and failure in an important argument or brief may not be deter- 
mined by knowledge of a United States Supreme Court decision 
a few days or even a few hours before others know of it; or when 
the full text of a decision weeks before it has been published in 


the regular reporters may not prove of tremendous consequence 


in his practice. 


The Corporation Trust Company’s Supreme Court Service is 


being used to advantage in many successful law offices. 


Subscribers may arrange either for complete copies of ALL 
decisions (costing $100 for the year) or complete copies of deci- 
sions of general interest ($50 for the year) to be mailed usually 
about four days after the decision has been handed down—either 
service including the privilege of special arrangements for tele- 
phoned or telegraphed advice, on the day decision is rendered, 
of the purport of any certain decision or decisions of particular 


iriterest to the individual subscriber. 


Special arrangements may also be made for following a case on 
the docket keeping the attorney notified of the prospective date 


ofits argument as events from time to time indicate. 


Every lawyer should know the details of this Service and how to 
take advantage of it, even though he may not at present. need a 
subscription: Write the nearest office of The Corporation Trust 
Company (see list on first inside cover) or direct to the Washington 


office. 


THE; CORPORATION TRUST: CO 
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37 Wall Street, New York 





New Income Tax Law 


——NOW in effect. 
New Regulations soon to be released. 


——New supplementary Rulings will be 
required at frequent intervals. 


1924 Income Tax matters cannot be settled properly 
and safely without reference to latest official informa- 
tion. 1924 accounts should not be closed without con- 
sultation of latest available rulings. The Corporation 
Trust Company’s Federal Income Tax Service is the 
authority—keeps you in IMMEDIATE touch with 
every change or development. Use the coupon below 
and get complete 1924 Service at once and continuing 
service to December 31, then the new 1925 Service and 
continuing service to September 1, 1925—all at the 
special combination price of $35. 


The Corporation Trust Company, 
37 Wall Street, New York, N. Y. 


Enter my subscription to the Federal Income Tax Service to September 
1, 1925, sending at once the 1924 Service complete to date with continuing 
service on new matters to December 31, then send the new 1925 Service to 
be kept up to date to the end of my subscription period (September 1, 1925) 
all to cost me $35, for which send bill. 


ADDRESS 
CITY AND STATE...... 


Address for attention of 





